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PREFACE

We are pleased to publish the 2020 Drake Star Gaming Sector Report recapping

the gaming and esports deal activities during the year. 2020 has been an

unprecedented year for the gaming industry and we saw a large number of M&A

deals, financings and IPOs.

This report analyzes the M&A deals during the year 2020 by volume, size and

multiples, breaks out the top M&A deals in the PC/console and mobile segment and

discusses the most active gaming buyers. We also examine the high-profile gaming

financings by financial (VC/PE) and strategic investors, rank the most active gaming

VC firms and provide an overview of new VC funds investing in the sector.

Regarding the public markets, we present a summary of relevant gaming IPOs and

follow-on offerings, performance of public gaming companies by sub-sectors as well

as valuation multiples broken out by market segment and geographic region. We

also discuss the recent SPACs boom and how this relates to the gaming and

esports industry. Finally, we provide an overview of the 2020 esports market

including top M&A and financing deals.

On the back of a great year for gaming, we are looking forward to an even more

active 2021 with many landmark M&A and financing deals.
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1. INTRODUCTION
While the outbreak of the COVID-19 pandemic has negatively impacted most parts of the economy, the gaming market

has been one of the few success stories to come out of 2020. Following the initial lockdown orders, participation and

engagement trends spiked fueling growth in revenue and profitability. Although the initial spike in engagement during

the second quarter has slowed, consumers are still engaging with gaming more than pre-pandemic levels, indicating

that a significant portion of revenue growth and engagement will be long-lasting.

This outsized performance in 2020 kept M&A and financing at healthy growth levels throughout 2020. Following strong

M&A activity in Q1 and continued momentum in the first full quarter of COVID-19 in Q2, the second half of 2020

reported unprecedented amount of consolidation, including the $7.5 billion Zenimax acquisition by Microsoft. Except for

a cautious and watchful period during Q2, investment activities in gaming continued to grow with landmark high value

financings during the year including Epic Games, Voodoo, Scopely, Roblox, PlayCo and Wildlife. Furthermore, the

highly successful IPOs for Unity, Corsair and Asian companies (such as NetEase, Kakao and Archosaur), large follow-

on financing rounds for public companies such as Embracer, Stillfront and Zynga, and growing SPACs made a very

interesting public market for gaming in 2020. This successful market performance during the pandemic will likely fuel

even more gaming consolidation and investment in both private and public markets in 2021.
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Fall Guys sells 

10M copies in two 

months

Xbox Series X & 

Playstation 5 released

Microsoft xCloud

launches

Animal Crossing hits 

22M sales in four 

months

Facebook launches 

gaming app

FortniteẫsTravis Scott 

concert viewed by 12M

Fortnite removed from iOS store 

beginning legal battle

Microsoft shuts down 

Mixer

Microsoft acquires 

Zenimax/Bethesda

Cyberpunk 2077 sold 

3M copies and was 

removed from PS 

store on poor 

performance

Unity IPOs at 

$14B valuation

Among Us hits 500M 

MAUs in November

$19B+ record 

downloads and 

spending on mobile 

gaming during Q2ẫ20(1)

Zynga acquires Peak 

for $1.8B

Cancelled due to 

growing concerns over 

COVID-19

Stillfront acquires 

Storm8 for $400M

Embracer Group acquires 

Saber Interactive for 

$525M
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Deal Volume & Trends

2020 turned out to be another bumper year for gaming M&A and

after a strong first half of the year, gaming M&A went into

overdrive for the remainder of the year. With engagement and

revenue skyrocketing during the first wave of the pandemic, the

market saw strong consolidation across both PC/console and

mobile segments. In the second largest M&A deal ever in

gaming, Microsoft acquired Zenimax for $7.5 billion in

September of 2020. There were three additional billion dollar

deals including: Zyngaẫs$1.8 billion acquisition of Peak Games

in June 2020,Tencentẫs$1.4 billion acquisition of Leyou

2020 2019

# of Deals 149 121

Disclosed Value ($M) $18,082 $3,583

Revenue Multiple (Median)

Total Value(1) 3.5x 2.2x

At Close(2) 1.9x 1.8x

EBITDA Multiple (Median)

Total Value(1) 11.8x 7.3x

At Close(2) 7.8x 7.3x

2. GAMING M&A

Valuation levels also saw a notable lift compared to last year with buyers willing to pay higher multiples to own assets

highly strategic to their business (Take-Twoẫsoffer to Codemasters was outbid by EA with a much higher valuation and

a very favorable deal structure). The majority of deal structures for private companies included a significant earn-out

component based on future performance. Excluding the earn-out component, the median revenue and EBITDA

multiples were around 1.9x and 7.8x, respectively. Embracer Group and Stillfront continued their roll-up strategies and

were the top two acquirors in terms of number of acquisitions. Even after excluding the Zenimax deal, 2020 saw a 3x

increase in $ value (for disclosed deals) and 25% growth in the number of deals announced on a YoY basis. With

pandemic fears still looming and continued growth in gaming engagement/revenue, M&A activity is expected to

continue to grow in 2021.

Company Name
Disclosed

Value ($M)

# of 

Acquisitions

$7,500 1

$2,025 2

$1,804 5

$1,290 22

$1,248 1

$1,066 6

$500 4

$431 3

$84 4

Sources: SEC filings, CapIQ, PitchBook and DSP Research
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2020 M&A ACTIVITY SELECT BUYERS BY DEAL VAUE

M&A DEAL TABLE

(1) Multiples calculated including earn-outs, wherever disclosed
(2) Multiples calculated using only closing consideration 
(excluding earn-out wherever disclosed)

Technologies in August 2020, andEAẫsannounced acquisition of Codemasters for $1.2 billion in December 2020.


